
(1)) That the 10111 distance sales force receive any list of the
Bool wirele.1 customers on the same terms, and at the same time,
as that list is received by compet:i.nl interuchance carriers. The
Department anticipates that a BOC cellular carrier will at recu1ar
intervals provide all 10111 distanoe camers with listings identifying
the nameI, ac1drelleS and telephone numbers of aU cellular
lubsaibera~ regardlel' or the distribution chanDel throurh which the
lubscriber wu retained. It is a condition to the BOC.' direct
marbti.Dc of cellular lone distance that thil information be made
available to aD COmpetinl interescb'np camera.

(e) That the 10Dl diltance Ialel force must adnae actual or
prospective .ubscriben of their ri&bt to presubacribe to competinl
interach,nle canien.

Cd) That the 10111 distance sales force not receive any
information about the identity of the BL'C's wireless customers'
interexchange carrier or the wireless customers cellular or long
distance usage, unleu the customer is already a CUSUlmer of the
BOC's interexchanre semce.

(e) That the long distance sales force be a distinct group of
individuals, with separate mL1agers, from any sales force that sells
the products or sen.-ices of any Bell Operating telephone company.

(2) The Department understands that the marketing restrictions
applicable to "existing customers" (as specified in your letter of November
12, 1993) apply not only to customers existing as of the date of any Order,
but also to persons who become customers of the BOC wireless service
thereafter. 'When such persons become customers, marketing of long
distance semce to such persons are subject to the provisions on "market:i.ng
restrictions: new customers"; after such penons become customers, they
are lubject to the provisions on "marketin& restrictions: mstiD&
customers.II The Department conditions its support. of this waiver on this
understandinl, and on the further condition that the BOC personnel
market:in& lone distance services not receive wireless customer names,
addreslea and telephone numben until that information is also available to
competing interexchange carnen.

(3) The Department conditions its support for a waiver on the
requirement that, if the BOe or its wireless af!lliate bUls its long distance
customers for that service in the same billinl as for its wireless exchange
lemce, it make that billing arrancement available to competing
interexchance carriers on reuonable and nondiscriminatory terms. It is toPe
Department's understanding that most BOCs currently make such billinl
arrangements available Ul interexchange carriers; if this relief is granted,
the Department believes that the BOes should not be permitted not
terminate those arrangements for competing carriers.
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(4) The Department opposes any authority pursuant to which the
BOC miPt discrimjnate in the provision of interez.chBnle routi.ng or in the
colocation of interucbange points of presence in cellular MTSO•.

(5) The Department believes that the BOCa should be required to
notify competi.DI iDterucbanre providers of ebanre. to existinl' network
IeJ'Vicea or the addition of new Iel'Vices that deet the interueb1nre
carriers' mtercmmection at least 60 days prior to implementation.

(6) The Department doe. not underatand the Propoa.d Order to
permit a BOC to treat itl1cmc diataDce ..mce u the default carrier for a
c:uato:mer that fail. to make the required aeleetiOl1 or an iDteruch'np
carrier. '!be Department uderataDcla that cuatomeJ'l who fail to .elect an
interezcha",e camer will not receive iDterachance eenice from their
wireless telephOD.s, and conditions ita IUpport for the waiver on that
understandin&,.

Finall)". we believe that in this instance it is appropriate to condition the
continued provision of interexchange service on compliance with the equal access

.conditions and requirements of this waiver and of the MFJ. We also believe that
the waiver order should grant the Court the authority to impose ch'i1 fines, not to
exceed $10 million, for violations of equal a,-.cess conditions and requirements of
this waiver or of the MFJ in the provision of interexc:hBnie services from wireless
exchanges.

II. Paging, etc. The Department intends to support the relief specified in
Section II of the Proposed Order, subject to the followinC clarifications:

a. That the "18-41 or comparable" functions specified in paracrapb Il(a) not
be used to disaim;n8te in favor of the BOC's own interexchange service.

l
b. That the default traf!ic specified in paracraph Il(cfbe-explicitly limi~d

to interexchance telecommun;catiolU initiated by roam;nc customers.

m. Meal Calling Are.s. The Department believes that this issue should
not be presented to the Court at this time and. if presented. intends in the
absente of further developments to urle the Court to defer ruliDr OD this ilsue.
On JUDe 9,1994. the Federal Communications Commission announced the
issuance of a Notice of Proposed Rule Malrinl and Notice of Inquiry. punuant to
which the Commission indicated that it has tentatively concluded that imposi.Dc
equal access obliC.tions on cellular telephone companies would be in the public
interest. The text of the Notice is Dot yet available to the public or to the
Department.

The Department understands that any such equal access obliCation
necessarily requires the adoption of a map defininllocal calljng areas and
delimiting the respective areas of local and long distance service. Therefore. if the
Commission acts in a=>rd with its tentative decision, it will Deed to consider the
approPriate local callinc areas for cellular service, the issue raised by this portion
of the BOCs' proposal. The FCC's conclusions may result in the imposition by
regulation of a local calling area map that is different from either (1) the CurTent

6



ceDular ralJjnC areal, as defined by the MFJ and subsequent orders, and (2) the
relief the BOCs seek here. Given the possibility of inconsistent reswta, it would
110t be productive for the Court to consider a comprehensive redefiDition of local
Callinl areu at the same time that the FCC is coDSiderm, the same iasue. If the
FCC does not adopt a final rule on cellular equal access, the Court may then
CDII8cler whether it wuta to make lubatutial chan,el to the cellular equal access
map. The Department will, duriJ:ll the pendency of the FCC proceediDl, evaluate
pad;", QUine area waiver ntqUelta to determiDe whether they JDeet the
ItaDdarda for ncb nJief.

IV.~ The Department doel DOt aupport the relief IOUIht in
Section IV of the Propoeed Order. Irthe FCC adopta an equal acceaa order that
reucmabl,. achieves the purpoMl or the Decree, includiD, equal access, but diff'en
in lOme technical relpeeta in ita implementation of thOle purposes, it may be
appropriate for the Department and the Court to conaider whether it is Decessary
or wise to maintain two lets of equal access obligations. However, it would in our
view be inappropriate to make that determination before the Commission adopts a
final rule on this subject.

Sincerely,

eJJ1.A. • __A__-
Richard L. Rosen
Chief
Communications It Finan~ Section
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FUTURE COMPETITIVE ENVIRONMENT (MID "O'S AND BEYOND)

Bued on the emtronmental trends described in previous 1eCUCmS. there are three basJC
ways In whlch tndustty structure may eYO!ve 111 the mid '9O's. They are: a conunued
duopoly structure; a mulU-compeUtor structure; and a mulu-compet tor structure in
wbtch compeUt.tve intenstty develops rapidly. Each or these potential envlrOnments
Will be~ ustng the Porter fnunework.

~."iilCtuae
The duopoly structure Is a conttnuaUOn or the status-quo. Recent valuaUons of cellular
properties among industry analysts are most 11kely based on an assumption that
today's cellular duopoly market structure will continue mdefln1tely.

Duopoly Structure 1995

N.w Entrant.

N.w .ntrants ar. not a significant
influ.nce on competitive int.nsity
since regulatory barriers and .ntrenched
cellular catriers pr.v.nt th.m from achiev·
ing much in the way of market penetration.

I Suppll.r. I~ ----+

New taehnologies do not
thr.at.n the entr.nchld
positions of FNE.pIOviders
10 they art 1IbI. to Itall d.
v.lopment of spr.ad-spectrum
tlChnology t

I Cualom.r. I
Customers have Ins influence on
compatitiv. intansity sinee
aIt.rnatives ar. ""'itld.
Br.akthrough products. featur.s
or pricing structures are less
IIk.ly.

SubaUtut.. I
Substitut.s r.main niche
focused.

CONFIDENTIAL
Subject 10 "1rictiON on first p8g8

Ameritech Mobile Communications Inc. 3-23
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Under this scenario competitive intensity Is greaUy reduced. This enables direct
cellular compeUtors to unprove marginS. trading flextbWty for unproved operaUng
efI'1dency. In fact. the most stgniDcant element of this structure Is the probabWty that
profit marg1DS for aD compeUtors would tend to mcrease under prolonged restncted
compeUUon.

The duopoly ¥leW sustains htJh arowth through the mid-'90'.. But It should tend to level
out a I1ttJe M»ODeI' than tf there were multiple c:c:mpeUtors .eeldng to buy market share.
This VIeW fepre8ellts the current wUdom amona many lDYatment analysts and. untO
recently. It was the prevailing View of the Amerttech management team.

CONFIDENTaAl.
Subject tl> r.1'icIon& on first p8Q'

Amerilech Mobile Communicalions Inc. . ~. 3 -24
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Profitability:

The burgeoning demand for cellular service when coupled with the duopolistic market
structure mandated by the FCC has led most investment analysts to conclude that the
cellular industry wi~l be even more ~rofitable than cable TV, to which comparisons are
constantly made. ThIS has been the Impetus for the spate of acquisitions occuring
during the past two years.

~hile BAMS ~elieves that providing quality ~ellular service requires considerably more
Investment In the infrastructure of the busIness, (e.g., network capital customer
service, collections, and billing) than does cable, it must be acknowleg~d that the
investment community has been generally correct in forecasts of thriving cellular
revenues. It is also important to no~e that ,increased market penetration in the
absence of downward price pressures WIll buy a lot of infrastructure. On the other
hand, for reasons that will be discussed in detail later in this plan, BAMS believes
the investment community is using a false anology to conclude that the average
cellular service company should generate 60\ cash flow margins in the future. To keep
things in pers~ective, a 40\ cash flow margin in such a rapidly growin9 business is
quite extraordInary and already implies tremendous price/earnings multIples.

During 1987 several carriers reached operational break-even and some have begun to
realize substantial profitability. Of the leading cellular carriers, BAMS and Lin
Broadcasting appear to be the most profitable currently, in terms of both size and
quality of earnings, due partly to the fact that their markets are among the largest
and most demographically attractive and have been on-line for several years. Other
companies, such as Pactel, McCaw, and Southwestern Bell are larger and may have more
absolute profit potential in the long-run, but their results thus have been negatively
impacted by acquisitions and start-up costs. There are two smaller nonwireline
companies, Metro Mobile CTS and Cellular Communications, Inc. (CCI), who have
attractive regional clusters capable of producing high quality earnings in the future.

Because of differences in the capital structures of these companies, it is easy to
draw spurious financial comparisons. One measure of profitability, operating Income
as a percent of revenues is fairly indicative of financial performance and has been
pUblicly disclosed b¥ several companies. The table on the next page presents a
comparison of operatIng results those major cellular service companies whose results
have been made pUblicly available.

1',,1\ ,\ I E
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BELL ATLANnC IIOBlLE
191' • '"7 STRATEGIC PLAN

2. Cuatom.r A.qulrem.nta:
~

QuMIy of ..... campwabIe" Wdine
t.arve buaineu requJIWI • high IiIYIII of .... and
seMce support, broad product Ine, ancl price
discounll
All -.matiYe 1D Iandline tor people on 1he move
Atfcrdability and coverage tDr personal use
User tnendly equIpment & ••MCH (easy to use)

;. Industry Outlook:
!"'1lgn customer groW'lt1 rates ItIrClU9" enCl of
decaae; consumer maneet Wtll be a Key source of
groWC'l.
BuUish profitability oLJtlooIc: Prerax margIns

. exPeCted to be 40% by 2000 .
Highly concentrated industry: sDc companies
conV'Ol 67% of pot.,Da1 market
Government potion favor lnausea competition
wt1hin IN indUS#)' and WlltI~ excnange
:arners: new specV\I'I'\ WID be made aYlll&able in
, 983-94 to imp6ement~ polio..
Compe1itiY8 tIctors curren1ly taYor'aIH; WIll be
.... tavcnble. new IpecI'Um~ In
awarcleCl due to potentia' tor induMry
overcapacity and price curling

Opportunlt'••:
• O"I'=~"'''uiII*'8~''''

Jl"MdIe ..
prodd.,.) _I'zII ...
iIitlmiDon compiae '0. of..
rewnue.
,..,ASA.. III haW pcMI.... tDnn••
r~ by S10ClM11nillicn popI by 2ODQ.
W.,... ...... provides • pIrIIb1n tear
e~lIion into re&ar.d cornrruticatIon martcets
out of r~on; &AMS could beclon'W .. praIOtype
21. cenuy telephone com~.

Thr.at.:
EnIry of Dong. a;graaiva new~ in
1184-85, could ,....InincUey~.
pr1ce CUlling and nwgin pr-..
wnI_ a.. mMr.et could be "..npleCS by
,pecMlized ..._ data ..n.ra.
BAMS _II•• I aeMceI are ditIcUI "
diftIr..... tam~ c:rIww:t~ compe....;
pot8nUI tear signilcwa tun:IfMr dun Md high
-.tceIing cc.II
.... TV or alWnaiY8 accea erxnpMies with

PCS ice'" MIl posi1ionad to WgIt high
growth consumer rnarUt

.~..
..

liS Villon:
~SMil be .". belt prCMder at ..... sef'W*
WOIIdMde. we Mil dei...,. h ~ QuUly
Inforrnallon age prodUcts and .....1C8S 10 meet
CUStlClmer neeca. We Mil be''''' carner of ChOICe
of QJl1DIMt'I In our lnIMC8a. we W'Il be
recogNDd • IN mancet IadIIr by CUStomerl.
Indl.S1ry Ie.... and1he commllRa we serw

s. Strategic Imperattv••:
Grow c::un:mer taMe rapecly
O.....oMnnanceMW"'~oppclR.ntles
iransl1lon 11:) fUlly di;nlll network
CrUtll a NIDONII surnIea ne1WaItc
Build a tnneIldenIIty
AW..rt.'" puI'IUI PCS to adWYa .... mover
aavamaoe
CoapRIUI on growing ...._ d*nwUt

ConIirue "~ 1IYDugf\ acqUIiIaN and
a11iance1
~NguIIIIary and __ COlI ........

Reduce caIt~ tD ....
compeltiven.s

7. Aequlred Cor. Comp••nel..:
Recio engineenng
NelWOf1C Iystems engineering
Maneellng
CompeitiYe deciSIOn rnaJcing

I. Strengths:
ComtnlD8d management t88m WIth UI M,Oport 01
BeU AUantle
Eccnonves of scaJe • 5th largest celluW camet'
Emerg,"" IndUSV)' ....
OilKt .... ctwnneII in region
ClusteNd propeniea
High degree of wiral...~"'lCe

I. W••tn.....:
MFJand ,.,gulatDry ..-.ic1ionI

• R.,.,. CUIIOnW grawIh baIcIw~ 8Y8l'a98
• Networtc~ In 0IfIIIn ......
• Low".....~ Aegian: WMk
~ •.,. poIitan In NnD IMItr8C

10. ,,,,,,,.11:
• 0pIn. MllWOIlra ............
~..
InY'Iat INft in martc8IIng; ...... men
aggrI zstMly
c.v.Iap rww I'WW'UI~ ..
comnvatiora•..-Ided~ ...
inianneIon .....

• Form tD acn.v. ftIIIioMIlCqIe and
scale ecClIlClITUeI
Usa ecClIlOIfti. of tD 0ClIIt III'UCDn
~~ ~
ac:quiIiIk:ft, WId ,..~
license aWlirdi

-----::P:-r-oD-r-i.-ta-rv-ln-f~o-rm-a-ti-o-n-.-N-o-t-f~o-r.....O...is-cl-os-u-r.-or~u-s."'-O::O~uts~ide~':'B'""':..~A~uan~tic~---~i07371
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8. INDUSTRY OVERVIEW
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o CELLULAR INDUSTRY

Unusually Attractive Structural Characteristics

Government-mandated duopoly providing very high barriers to entry
Essentially unregulated with regard to rates and rate of return
Technology likely to provide decreasing marginal costs (capital and operating)
Very low threat of substitute services
Low bargaining power by both suppliers and customers
Distribution channels need to be managed and diversified to assure exclusivity
and minimize the power of Agents and Dealers
Overall competitive rivalry is low to moderate

~

o
o
Q
o
o
CO

o PAGING INDUSTRY

Reasonably Attractive Structural Characteristics

Technology likely to provide decreasing marginal costs over time
Barriers to entry are low to moderate
Low bargaining power by suppliers
Moderate but increasing bargaining power by customers
Limited threat of substitute services
Some opportunity to differentiate on system performance and'
responsiveness to customer needs
Overall competition rivalry is moderate

-5-



D. COMPETITIVE POSITION

·.I

Significant early competition on system performance (coverage and quality) - ability to
differentiate on system performance likely to erode over time

Adjacent market extensions beginning to create potential for differentiation • may be mitigated
by roaming agreements

Evolution of distribution channels critical to optimizing penetration rate and minimizing power
of Agents and Dealers.

Competition currently low to moderate but increasing

To-date little competition on service pricing

System operators compete for new customers through equipment discounting
and commission rates .

CELLULAR

~ H'

f !,rt
fMo:I
ofi"°

~~i
i II

~ I Agents

Agents

+
J,
+

Dealers

Dealers + Key Account Reps + Direct Sales + Retail

PAGING

~

C
Q
o
o......
~

Competition currently moderate and increasing

Deregulation of market entry has brought many new entrants

New entrants have focused heavily on price competition to gain share

Market share strategy of new entrants appears to be a precursor to sell-out to the more
committed firms

Competitive intensity may recede to a more moderate level once shakeout occurs

- 'J-
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SBHS' subscriber revenue has crown from $237.4M in 1988 to

$SO~.SM in 1990 vhich is an increase of $264.1M or 111~. Due to the

expected grovth in customers, subscriber revenue vill continue to grov

reachina $1,224M by 1994.

Althoqh subscriber revenue 18 ezpected. to grov throUlhout the

bustness plan, subscriber reyenue on a per custa.er baai. i. expected to

decline. Historically, subscriber revenue per customer haa declined about

9.8% annually since 1988. The table be10v reflects this chanae a8 vell as

SSMS' forecast through 1994:

AVERAGE SUBSCRIBER REVENUE PER CUSTOMER

SIIIJIC'f TO cu.D or N1iJ:alC1C
1II)D 1lIILt 26(c) (7) or 'ftIEaJ'GI!
rmDAI. RIlLES or CIVIL PlIO'

SUBJECT TO F.O.I.A.
£XEMPTIONS 3 AND 4

r



The decline in subscriber revenue per customer is primarily a

reflection of the Chan&ina customer base. The early subscribers were

primarily hiah income busineas cuatomera who use their phones daily. As

the penetration levela have arown, the new customers have beeome thoa.

with aoderate needs for cellular service. With cellular sets now selling

for 1eaa than $100, a new cuatoaer haa _eraed. This cuatomer buys a

cellular phone for occaaional aDd aecurity uae and apenda nearly $20 a

month 1Iaa than the averaae cuatoaer.

Subacriber revenue per cuatomer ia obviously influenced the most

by cuatomer uaale; however, SBMS haa learned over the yeara that there are

a number of other f~ctors Which can effect subscriber revenue per customer

(SRPC). Theae include the followina:

• Price per minute

• Monthly acceaa charle

• Featurea (Call Waitina, 3-Way callina, Call Forwardina, voice

mail, detailed airtime billina)

• Billina increment

• Peak hours

• ROUliq rates

• Activation or suspend charles

SUIJEC'1' TO CLlIIt or PlOfLUOM
UNDER R1JLE 26 (el (71 or 'l'IE
FEDIIWo RULES OF cmL PIQCD)UlU;

SVBJECT TO F.O.I.A.
EXEMPTIONS 3 AND 4
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The araph shown below depicts SiPC for the Dallas market

seareaated into the aajor components of SiPC:

AVERAGE REVENUE PER CUSTOMER ANALYSIS
D.u.LAS

"20r-----------------------, TOT~
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.~...-...-..
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As the araph indicates the airtime portion of SiPC has declined

sharply, however total SiPC has not declined proportionately due to

increaae. in the monthly acce•• charles per customer and slllhtly hllher

roamina per customer.

SIMS ha. been a.creaaiyely ch&n&ina elements of subscriber

reVenue to aiticate the effect of lower cuatomer usale. Virtually every

SBMS ..rket haa increaaed monthly accesa charae. in the last two years.

Billina incr..ent. have moved from the 1987 level of 100% of the ba.e on

30-aecond increments to the current level of 93% of the base on

full-ainute roundina. SBMS has also adjuated the hours by eliminatlna

"ni&ht hours" and extendina peak hours in many of the markets. Features,

·detail air, and voice mail have been actively marketed and now represent

:-
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c=
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l~

I:
:=
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$3.24 a month per customer.

3

srm.n:c:T TO CLAD OF PiClta:I1OM
UNDER RtTLt 26(c) (7) OF THE
FEDIItAL Rm.ES OF CIVIL PJaX;'l:D\1Rt

SUBJECT TO f.O.I.A.
EXEKPTIONS 3 AND 4
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In addition, SIMS has ..de substantial chanaes in rate plan

packaaina to reduce the 6ffect of lower customer usaae. Our revenue

studies indicate that SIMS has a high percentage of low usage customers,

and in response we have structured rate plans with minimum bill

requirements. This structure results in the low end customer paying the

highest price per minute as shown below:

rer "tAute Charle

Free off-peak ha. proven to be an attractive option to

l
1

Minutes

Bill amount

$ per minute

IconOllY

15

$21.15

$ 1.41

240

$103.20

$ 0.43

ij
IL!J
!tt:· ....
i~

c::
'r· '.. ~

-
· ..1.

customers. Because of this, SBMS only offers this option on rate plans

with premiums built into the monthly access charle.

Overall, SIMS has iap1..ented a multitude of chanaes in rate. to

help offset the decline in cuatoaer usaae. As for the future, there is

very little r ...inina to chanae except the pUblished per minute rate. SIMS

currently believea the market would not bear an incre.ae to the published

rates without substantial churn and other nelative effecta. Roamina rates

have increased periodically, however, roamina only represents 4.9S of our

averale SRPe. Roaming rates are easier to increase than base rates,.
because we're not effectins "home" customers. SBMS does not have i single

203137
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saam:T TO CI.A1II or PkOtiCfICN
1II)D RULE 26 (el (7) or TIE
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SUBJECT TO F.O.I.A.
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plan for the Iroup to lenerate Ireater subscriber revenue, but rather

eilht plana represent inc the various markets. Listed in the pales that

follow is a brief history of each market, and the opportunitles of the

future.

CllIC6.fiO

The Chicqo ..rket has probab17 the lowest rates of all the major

markets. A recent Berachel Shoeateck stu~ indicated rates by market as

followa:

low"".l :l~.lIIJhll' R.lh-·, for 250 Pome Mmut~...

cal ..
0..,,,•..

W.........
0.... "- .....

""'''.''1'',*",r_
...A.ill.

Uih¥JI••-....- .....-
As the above indicates, Chicalo has the lowest rates in the

country. Monthly acceaa charees for the basic plan have been $15 with

peak rates of $.34 per minute and off peak of $.20 per minute. Overall,

Cellular One's rates are below Aaeritech's. Chicalo's rate structure is

somewhat unique when compared to most SBKS markets. Most markets have

plans which serve a low, middle, and hieb uaale customer. Chicalo has the

basic plan (middle user) and then several packale plans. The packale

plans have a hieher monthly commitment and include a certain amount of

minutes, but the minutes are discounted from the basic plan. Chicagb
SUBJ'EC":' TO CLAIM or PROlELIION
tJNDER RULE 26(c) (7) or mE
FEDERAL RtlLES or CIVIL PRCXOJ:Z)DRE

5 SUBJECT TO F.O.I.A.
EXEMPTIONS 3 AND .;
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.ctively promotes plana and .s • result, tr.dition.lly h.a h.d one of the

hiaheat revenue per cuatomer .veraae....ona our properties. (Chic.IO alao

h.s one of the hi&he.t u.aae per customer averales.)

Chicaao has aade • number of Chana.. to laprove .ubscriber

revenue. The.e include:

.• Rov_ber 1987 - Chanaed pd.e hour. froa ·a.. to apm to 7.. to

9pm

• Mareh 1990 - Belan charaina for "Rina Tlae"

• Rov_ber 1990 - Introduced expanded voice aall and other

fe.ture .charles

• Dec_ber 1990 - Incre••ed foreien Rouer r.tes from $.50 a

minute to $2.00 • d.y and $.75 per minute

• May 1991 - Incre••ed b••ie monthly .cee•• charle to $19.95.

This lap.ct••bout 40% of the b.se.

For the future, with r.tes in lener.l beina .0 low, it ia our

intent to continue to incre••e r.tea. Chic.IO currently doe. not h.ve a

free off peak plan. SJYIIS is currently reviewina introducina sueh a plan,

but iu.tead of unlimited off-peak there would be • aodest Charle for

off-peak (.ay 4~ • min.). We are .1.0 evaluatina Ch.rllna customera for

the Telco interconnection' fees associated with their usale. With

Chicalo's hiah u.aae, this would h.ve • substanti.l impact.

SUBJECT TO CIAIM OF PROUC:UON
ONDER RlJLt 26 te) (7) or '1'BE
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lOmB

BOston rates have historically been relatively low for a market

it. size. The monthly acee•• Charle i. $29.00 a month which i. low for

',"

the northeast. (lew York $55.00, Philadelphia $52.00, Washinaton, D.C.

$39.95). Per minute charse. on the other hand are relatively hilh on a

national leTel <$.44 peak, *.29 off peak) but about nomal for the

northeast relion. In addition to the per minute rates, Bo.ton Charles the

cuatomer the local Telco interconnection charle a. a separate item.

Boston rates lenerally are below Bynei's primarily due to the billina

increment. Bo.ton historically had billed customers on 6-second

increments up to the first 2 minutes.

Over the past few years, Boston ha. initiated several key rate

chanles to improve subscriber revenue per customer. The chanaes include

the followina:

• July 19.9 - loamer surcharae introduced

• April 1990 - Chanced the billina increment from the 6-second

roun4ina to full minute

• July 1990 - Introduced a free off peak plan with a premium

monthly access charle

• JUDe 1991 - Increased foreiln roamer rates 32%

• JUDe 1991 - lai.ed monthly acce•• charle $2.00. This chanae

affects 90% of the base.
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For the aoat part. the chanaes have been implemented wi th very

little diarurtion to the market. However. at this vritiDl. vhile we are

implementlna a rate increaae in June 1991. B,ynex has filed a tariff which

would lower rates and price their plana belov ours across the board.

Their actioa. seem illolical and appear to contradict the steps needed to

offset declinina cuata.er us.,e. SIMS is closely aonitorina this

situation.

'. As for the future. SIMS believes there are other opportunities to

increaae rates in Boston. aomeWhat dependent on our competitor. Boston

provides call detail at no charle and will in all likelihood start

charling customera -in the near future. With monthly access charles

relatively low. SIMS vill continue efforta to move this fixed charge

upward.

the WaahlnatonlBaltimore property hiatorically bas had the

biahest aubscriber revenue per cuatomer of all the SBMS properties. This

i8 primarily due to the property's deaolraphics (hiahest income per

capita. heaTY loveraaent usale. c~ter city. etc.) and the relatively

hiah ratea when coapared to the rest of the nation. Washinaton!Baltimore

was one of the laat SBMS properties to fall below the $100 a month averale

subacriber revenue. In recent years Washinaton/Baltimore's subscriber

revenue per customer has fallen precipitously. One major contributor was

the introduction of Plan F, a plan designed t9 add new customers quickly •
..

Although the plan resulted in a large addition of customers, it was priced
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so inexpensively (an averale subscriber revenue of $28 a month) that it

drove the Washington/Baltimore averale downward. Plan F has been

subsequently stopped. Despite the obvious failure of Plan F,

Washinaton/Baltiaore has introduced a number of changes to improve

subscriber revenue per customer. These include the follovlna:

• Chanaed the billing increment to full minute roUDdina

• Increased roaaina rates

• Chanaed the billina increment to full-minute rounding

• Increased roamina rates (7am-7pm, ~tc.)

• Changed peak hours from 7am-'pm to 7am-9pm

• Established an unlimited off-peak plan with a premium access

charle

• BelaD billing for feature.

• Increased access charles on lov end plana

Washinaton/Baltimore's future ehan&e. vill focUS on Iradually

increasina rates. This will be accomplished mostly throueh hieher access

charles and possibly increased per minute rates. Washinaton/Baltimore's

netvork has had major problems, and the system conversion planned at the

end of 1991 vill probably increase usaee due to customers having fever

dropped calls and beina able to place calls more reliably. Once customer

confidence i. restored, SBMS feels customer. vill pick up their phone more

often.
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DAUM·

Dallas subscriber revenue per customer has always been lood for a

larle market. Referencing the earlier study, Dalla. is about averaae for

a larle aarket. Dallas' plan structure has for the most part followed the

traditional three-tier plan. In other wonts, econom:y plana had low

acce.s/hlah per .lnute fees wh1le hlah ussr plana had hlah access fees but

included a certain nuaber of ainutes and lover per minute Charles for

additional usale. Corporate rates were introduced in .ov..ber of 1987.

Initially, all custom.rs were billed in 30-second increments. Dallas was

one of the first markets to require contracta of one year or more which

has had a dramatic effect on reducing Churn.

Over the last couple of years, the Dalla. property has been the

SIMS leader 1n 1.p1ement1na ch&D&e. to improve subscriber revenue.

Subscriber revenue per customer ha. declined 13.8% since 1988 while peak

minute usale per custa.er has dropped 24~. Major factors contributing to

this performance are as follows:

• Chanaed from 30 second to full minute billing increments

• laised access Charles on eeona.y and basic plana

• Introduced "free off-peu" whiCh initially resulted in hilher

peak us..e. Once established, eliminated the offerina from

low-end plans'-

• Increased foreiln roamer rates

• Lowered commission rate on economy plans
t
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Dallas also has increased activation fees, voice mail rates. and

other miscellaneous charaes. Because Dallas hal been the leader in

revenue chanaea, there are not many new options available other than

selectively continuina to increa.e aany of the saae items previously

discussed. Like Chicalo, Dallas is also reviewina charaina customers the

interconnection fees Charled by the Telco associated with customer usale.

In Dallas, this could be as .uch as $.02 a minute, whiCh would be a

sianificant boost to SUbscriber revenue.

ST. LOUIS

The St. Louis market has traditionally had a larle percent of

customers on the economy plan. Subscriber revenue per customer has been

relatively low for a market its size. Averale subscriber revenue per

customer has been below $100 since 1916. However, since 1986, St. Louis

subscriber revenue per customer has not been declinina as fast as the

industry. This is due in larle part to the followina:
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• Dec..ber 1917 - Eliminated nilht rates

• Sept..ber 1911 - Offered unlimited off peak for a $10.00

additional charle. Averale off peak paid usale was less than

$5.00

• July 1990 - laised billing increment from 30 second to one

minute

• November 1990 - Increased aecess charaes on all economy plans

or required a minimum usage
..

• June 1991 - Increased access charges on the basie and other

plans
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St. Louis, like most of the SBMS markets, has taken a number of

steps to improve subscriber revenue. ODe of the immediate action items

for this market i. to becin ItDltlnc the free off-peak usace. Although in

leneral this prolram haa lenerated substantial revenue, it has now been so

successful that off-peak usace exceeds peak usace. St. Louis, like the

other markets, is also reTieviAi char.iAl custoaera the interconnection

fee for their us..e. This 1asue ..y be extr_ely sensitive in this market

due to Southwestern Bell's presence in St. Louis.

"

OnAJlOll6. em

Oklahoma City'S aTerace subscriber revenue per customer has shown

one of the steadiest trends in recent years. As indicated by the

followinc table, subscriber revenue per customer has remained relatively

flat since January 1989.

AVERAGE REVENUE PER CUSTOMER ANALYSIS
OKLAHOMA CITY
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